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March  1973. 
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The  following  recommendations  represent  the  unanimous  opinion  of 
the  subcommittee  except  in  those  cases  where  dissent  is  recorded. 
Dissenting  members  were  given  the  opportunity  to  prepare  a minority 
report  on  the  recommendation  and  the  reports  of  those  who  chose  to  do 
so  appear  in  the  appendix. 
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GRADUATED  PERSONAL  INCOME  TAXATION 


RECOMMENDATION:  The  sTobcommittee  endorses  the  concept  of  a state 

graduated  income  tax  (on  personal  income)  and 
recommends  that  mixnicipalities  and  school  districts 
be  given  the  option  of  levying  a graduated  income 
tax  or  a flat  rate  income  broadened  to  include 
unearned  income. 

Additionally,  the  subcommittee  recommends  that 
municipalities  and  school  districts  be  permitted 
to  utilize  the  state  as  the  collecting  agent  for 
compatibly  structured  income  taxes. 

RATIONALE : 

A graduated  income  tax  is  a tax  based  on  ability  to  pay,  where 
the  rate  of  tax  goes  up  as  total  income  goes  up.  It  has  clear 
advantages  of  equity.  It  is  broad-based  and  a flexible  growth  tool. 

It  is  reasonably  easy  to  assess  and  collect.  It  can  be  designed  to 
have  aspects  of  taxpayer  convenience  and  administrative  simplicity. 

The  subcommittee  believes  that  in  Pennsylvania's  system  of 
taxation  most  emphasis  should  be  placed  on  the  income  tax,  as  the 
fairest  source  of  revenue.  A graduated  income  tax  should  be  part 
of  a comprehensive  tax  reform  package.  Mionicipalities  need  on  incentive 
to  move  away  from  reliance  on  the  flat  rate  on  earned  income.  Including 
unearned  income  along  with  wages,  salaries,  and  other  compensation 
would  be  more  equitable  and  would  include  all  residents  having  income. 

It  would  also  generate  additional  revenues  for  municipalities, 
which  have  found  the  personal  income  tax  the  most  productive  of  local 
non-real  estate  taxes. 
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Federal  and  state  income  tax  return  data  con  be  made  available 


to  local  taxing  jurisdictions  in  order  to  secure  figures  on 
unearned  income,  as  is  now  done  with  state  access  to  federal  income 
filing.  This  would  reduce  collection  costs  and  increase  efficiency. 
Certainly  it  would  be  fairer  than  a present  flat  rate  local  tax  on 
earned  income  only.  The  option  of  piggy-backing  the  local  levy  on 
the  state  tax  would  also  realize  better  collection  and  lessen  costs. 

Such  coordination  of  income  taxation  would  remove  burdens  of 
varied  record-keeping  from  the  individual  taxpayer,  if  a single  set 
of  figures,  filing  dates,  and  type  of  return  could  be  used  for 
local,  state,  and  federal  income  taxes. 

If  a gradxiated  state  personal  income  tax  should  not  become  a 
reality  for  several  years,  m\anicipalities  and  school  districts  should 
be  allowed  to  expand  the  base  of  the  earned  income  tax  to  coincide 
with  the  state's  income  tax  base,  in  essence  to  include  unearned 
income.  The  subcommittee  proposes  that  when  the  local  earned  income 
tax  is  broadened  to  include  unearned  income,  the  state  should 
become  the  collection  agent  for  all  local  personal  income  taxes. 

The  state  would  also  perform  the  function  of  enforcing  payment  as 
part  of  its  collection  of  its  share  of  the  tax.  If  a taxpayer 
attempted  to  defraud  one  level  of  government,  he  would  at  the  some 
time  be  defrauding  the  other. 

Greater  reliance  on  graduated  income  taxes  would  simplify  the 
local  tax  structure,  because  among  the  subcommittee's  other 
recommendations  are  (1)  repeal  of  the  personal  property  tax  (which 
should  accompany  imposition  of  local  tax  on  unearned  income), 

(2)  less  reliance  on  real  property  taxes  and  sales  taxes  with  regressive 
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impact,  and  (3)  elimination  of  occupation,  occupational  privilege, 
and  per  capita  taxes  under  Act  511. 

Implicit  in  all  deliberations  of  the  Subcommittee  on  Local 
Taxes  has  been  recognition  of  the  desirability  of  a graduated 
personal  income  tax  for  Pennsylvania  as  quickly  as  the  Constitution 
can  be  amended  to  permit  such  a levy,  on  both  state  and  local  levels. 

There  were  two  negative  votes  on  the  recommendation. 

A minority  report  was  svibmitted  by  Mr.  John  M.  Kelly  and  appears  in 
the  appendix . 
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LOCAL  REAL  PROPERTY  TAX  RELIEF 


RECOMMENDATION:  The  siibcommittee  believes  it  is  time  to  take  some 

of  the  burden  off  the  property  tax  and  place  it 
upon  other  sources  of  revenues,  such  as  the 
graduated  income  tax. 

The  siibcommittee  recommends  that  100%  of  the  costs 
of  piiblic  elementary  and  secondary  education  be 
borne  by  the  State . 

The  subcommittee  recommends  a shift  of  financing 
education  to  the  State  and  away  from  primary 
reliance  upon  the  locally  levied  real  property 
tax,  not  precluding,  however,  a State  tax  on  real 
property. 

RATIONALE : 

The  Commonwealth  does  not  levy  a property  tax  of  any  kind,  but 
local  governments-  rely  primarily  upon  that  source  of  revenue.  This 
tax  accoiinted,  in  1970,  for  25  per  cent  of  the  total  revenues  of 
all  governmental  jurisdictions  in  Pennsylvania,  including  both 
State  and  local . During  the  same  year  the  property  tax  provided 
$1,360,292,628  or  about  67  per  cent  of  total  local  tax  revenue. 
School  districts  accounted  for  $786,224,000,  or  about  65  per  cent  of 
the  total. 

Proponents  of  the  property  tax  moke  the  following  claims:  its 
continuance  is  justified  by  long  usage  and  wide  acceptance;  it 
taps  one  of  the  most  obvious  and  tangible  evidence  of  wealth;  it 
is  not  unacceptably  regressive;  it  bears  a reasonably  equitable 
relationship  to  benefits  received;  it  is  a stable  source  of  public 
funds;  and  administration  is  comparatively  easy  and  inexpensive. 
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Critics  of  the  locally  levied  property  tax  assert  that: 
tangible  property  holdings  are  not  in  modern  times  fair  indices 
of  wealth;  it  is  more  regressive  bears  a crude  and  inexact  relationship 
to  benefits  received;  it  discourages  property  improvements; 
assessments  lack  uniformity  and  are  seldom  up  to  date;  numerous 
exemptions  make  it  discriminatory,  they  have  seriously  eroded  the 
tax  base,  and  increased  relatively  the  burden  upon  property  owners; 
and  administration  has  been,  for  the  most  part,  nonprofessional  and 
wasteful.  Moreover,  continued  reliance  upon  the  locally  levied 
property  tax  for  school  purposes  is  of  questionable  constitutionality. 

The  recommendation  state  above  assumes  that  the  property  tax 
will  remain  for  some  time  as  on  important  element  in  the  total 
revenue  pattern.  Criticisms  against  the  tax  are,  however,  so 
impressive  as  to  cause  the  siibcommittee  to  advocate  both  reform  and 
less  dependence  upon  it. 

To  achieve  the  latter,  the  recommendation  is  made  that  the  State 
take  over  within  a stated  period  of  years  (5  perhaps)  full  responsi- 
bility for  financing  public  school  education.  Possible  sources  of 
the  needed  State  funds  are:  a gradiiated  income  tax.  Federal 
assumption  of  full  responsibility  for  major  welfare  programs,  and  a 
Toniform  state-wide  property  tax. 

There  were  two  negative  votes  on  this  recommendation. 
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ASSESSMENT  REFORM  LEGISLATION 


RECOMMENDATION:  The  subcommittee  endorses  the  principle  of  a state- 
wide real  property  assessment  system  of  uniform 
standards  and  procedures  throughout  Pennsylvania 
to  serve  as  the  basis  for  real  property  taxation. 

RATIONALE : 

The  subcommittee  believes  legislation  such  as  HB  294,  P#  324 
HB  295,  P#  325;  and  SB  324,  P#  325  are  a long  overdue  step  toward 
reform  of  real  property  tax  administration.  While  critics  malign 
and  call  for  the  demise  of  the  property  tax,  the  stibcommittee 
recognizes  that  this  tax  is,  and  will  probably  remain,  on  important 
revenue  source  for  Pennsylvania's  municipalities  and  school  districts. 

By  strengthening  assessment  administration  it  will  be  possible  to  make 
the  property  tax  a more  effective  equitable  revenue  instrument  for 
local  government. 

These  bills  make  commendable  progress  toward  professionalization 
of  the  assessment  procedure.  The  training  and  certification  of 
assessors  required  by  the  bilb  should  help  achieve  fairness  and 
equity  in  assessments  and  increase  public  confidence. 

The  subcommittee  feels  that  the  establishment  of  a uniform 
assessment  ratio,  ideally  at  100%  of  market  value,  is  a move  toward 
fair  and  honest  government.  The  multitude  of  fractional  assessment  ratios 
that  exist  throughout  counties  at  present  moke  any  attempt  at  rate 
limitation  meaningless  and  confuse  and  confound  the  taxpayer. 

The  subcommittee  has  token  note  of  what  appear  to  be  weaknesses 
in  these  bills.  It  believes  that  if  these  gaps  are  closed 
Pennsylvania  will  have  a modern,  efficient,  and  equitable  assessment 
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law  and  taxpayers  throughout  the  Commonwealth  will  benefit. 


There  was  one  negative  vote  on  the  recommendation. 
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STATEWIDE  ASSESSMENT  AT 
MARKET  VALUE 

RECOMMENDATION:  That  a uniform  statewide  ratio  of  100  per  cent 

of  assessed  value  to  market  value  be  established, 

RATIONALE : 

One  of  the  classic  elements  of  a "good"  tax  is  simplicity.  A 
100  per  cent  ratio  of  assessed  value  to  market  value  is  simplicity 
itself — assessed  value  and  market  value  become  one  and  the  some. 

People  do  have  some  idea  of  the  market  value  of  their  property. 
Fixing  the  ratio  at  100  per  cent  would  establish  the  value  of  their 
property  for  tax  purposes  as  their  market  value. 

Consumer  reform  activities  further  emphasize  the  fact  that 
now  is  the  time  that  the  property  taxpayer  be  considered  with  the 
same  context  of  consumer  protection  laws.  If  truth  in  advertising, 
■unit  pricing,  truth  in  lending,  etc.,  are  valid  consumer  protection 
reforms,  then  why_ not  truth  in  assessments  for  taxpayer  protection? 
The  Pennsylvania  League  for  Consumer  Protection  put  it  this 

way : 

"Inaccurate  and  inequitable  assessments  are  much  easier  to 
hide  and  more  difficult  to  appeal  effectively  when  assessments  are 
based  on  percentage  of  market  value.* 


* Pennsylvania  League  for  Consiomer  Protection,  127  Locust  Street, 
Harrisburg,  Pennsylvania,  Statement  before  the  Special  House 
Committee  for  Real  Estate  Assessment  Reform  on  Proposed  Consolidated 

Real  Assessment  Law,  November  22,  1972,  page  2 
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A 100  per  cent  assessment  ratio  will  broaden  the  property 
tax  base  of  local  governments.  Most  local  government  property 
tax  revenue  is  presently  limited  by  State  statute  based  on  millage 
and  assessed  value.  Since  the  definition  of  assessed  value  is 
traditionally  static  and  low,  local  governments  have  been  bumping 
up  against  the  millage  limits.  This  has  resulted  in  the  need  of 
the  Legislature  to  periodically  raise  the  millage  limit  as  follov/s: 

1.  In  cities  other  than  Philadelphia,  Pittsburgh,  and 
Scranton  the  limit  was  raised  from  20  mills  to  25  mills 
in  1967. 

2.  Boroughs  raised  from  25  to  30  mills  in  1970. 

3.  First  class  townships  raised  from  25  to  30  mills  in  1972. 

Assessment  of  property  at  its  market  value  does  not  mean  that 

real  estate  taxes  will  be  increased.  It  is  the  pressure  exerted 
by  expansion  of  municipal  and  school  district  services  which  occasions 
real  property  tax  increases,  not  the  assessment  ratio. 

In  addition,  a fair  market  value  assessment  will  add  meaning 
and  equity  to  the  tax  rate  limitations  set  by  the  General  Assembly. 

For  example,  at  present  a 30  mill  limitation  is  far  more  generous 
to  a borough  that  has  on  assessment  ratio  of  60  percent  than  it 
is  in  one  with  an  assessment  ratio  of  20  percent. 

The  cities  of  Reading,  Erie,  Arnold  and  New  Kensington  have 
already  established  100  per  cent  ratios — a progressive  and  gutsy 
action  for  local  government  officials.  Certainly,  the  State  should 
not  shrink  from  doing  the  same. 

Thus,  the  rationale  for  justifying  a 100  per  cent  ratio  con 
be  approached  from  many  points  of  view.  The  most  significant 
remains  the  simplicity  of  applying  a 100  per  cent  ratio  to  market 
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value.  Tax  legislation  and  tax  reform  is  difficult  and  contro- 
versial \inder  any  circumstances.  This  recommendation  which 
would  in  fact  simplify  the  taxing  fianction  for  both  the  taxpaying 
consumer  and  the  tax  levying  government  will  not  escape  the  heat  of 
controversy.  There  is  little  doiibt,  however,  of  the  brilliant 
light  that  a 100  per  cent  uniform  ratio  will  bring  to  the  property 
taxing  process. 
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REAL  ESTATE  TAX  EXEMPTIONS 


RECOMMENDATION:  The  subcommittee  recommends  that  no  exemption 

from  any  tax  upon  non-governmental  real  property 
shall  be  continued  or  herein  after  granted  by 
the  General  Assembly  unless  the  General  Assembly 
shall  provide  for  the  reimbursement  of  local  taxing 
authorities  by  or  through  the  Commonwealth  for 
revenue  losses  occasioned  by  such  exemptions. 

RATIONALE : 

The  vitality  of  the  real  property  tax  is  a matter  of  pre-eminent 

concern  to  all  responsible  citizens  and  government  officials.  Its 

capacity  to  provide  the  financial  resources  that  it  historically 

has  provided,  is  seriously  threatened  by  the  rapid,  accelerating 

erosion  of  its  base  through  a multitude  of  exemptions.  An  awareness 

of  this  has  been  growing  for  some  time.  Commenting  on  this  problem 

in  its  1963  report  on  the  property  tax,  the  Advisory  Commission  on 

Intergovernmental  Relations  (A.C.I.R.),  in  a chapter  provocatively 

entitled  "The  Limits  of  Property  Tax  Philanthropy",  stated: 

The  seemingly  endless  process  of  narrowing  the  property  tax 
has  progressed  so  far,  and  in  such  diverse  directions,  as  to 
necessitate  some  forthright  determination  not  only  of  where 
it  should  stop  but  how  much  of  it  should  be  repealed. 

In  the  ten  years  since  this  comment,  the  problem  has  grown 

acutely  worse.  Urban  areas  in  particular  are  hard  hit  with  upwards 

of  30  per  cent  or  more  of  their  tax  values  destroyed  by  exemptions. 

Even  more  alarming  is  the  growth  rate  of  exempt  properties.  The 

siibcommittee  research  determined  urban  areas  where  in  the  last 

ten  years  property  has  moved  onto  the  exempt  tax  rolls  at  a rate 

three  times  as  fast  as  the  growth  of  taxable  properties  - obviously, 

a trend  which  can  only  end  in  catastrophe. 
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Poor  administration  of  the  tax  exempt  privilege  has 
contributed  to  this  trend.  A too  liberal  interpretation  of  property 
entitled  to  tax  exemptions  has  deprived  municipalities  and  school 
districts  of  a part  of  their  tax  base. 

Returning  to  the  former  A.C.I.R.  quote:  the  key  word  is 
"forthright".  The  subcommittee  feels  very  strongly  that  this  is 
the  essence  of  their  recommendation.  It  is  forthright,  and  the 
problem  demands  forthright  consideration  by  the  General  Assembly. 
Stripped  or  superfluities,  tax  exemptions,  in  whole  or  in  part,  are 
a hidden  public  subsidy.  There  is  no  other  way  to  classify  them. 
They  impose  extra  burden  on  the  entire  tax-paying  community. 

We  do  not  argue  that  the  recipients  may  in  many  instances  provide 
a service  or  facility  that  is  meritorious,  or  may  be  deemed  to 
be  in  the  piiblic  interest.  Unfortunately,  too  often  there  tends 
to  be  a clustering  of  these  exempt  entities  in  one  jurisdiction  or 
another,  so  as  to  create  on  intolerable  burden  on  a limited  tax 
base.  A hospital,  for  example,  will  serve  a whole  co\inty  area, 
but  the  city  of  location,  and  its  school  district  bear  the  major 
burden  of  subsidy. 

Therefore,  in  order  to  redress  this  inequity,  equalize  the 
burden,  and  effectively  control  the  runaway  growth  of  tax  exempt 
properties,  it  is  felt  that  this  hidden  suhsidy  must  be  clearly 
identified,  and  accounted  for  by  annual  salary  appropriations  from 
the  General  Assembly,  recompensing  communities  incurring  tax  losses 
from  such  properties  as  the  General  Assembly  deems  eligible  for 
exemption. 

The  subcommittee  is  not  oblivious  of  the  political  implications 
inherent  in  this  proposed  bold  step.  We  can  readily  appreciate  the 
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pressures  from  special  interest  groups  which  have  produced  the 
present  chaos.  However,  one  must  also  examine  the  impact  of  the 
broad  spectrum  of  exempt  properties,  - educational,  religious, 
health  care,  charitable  and  benevolent,  fraternal  and  veterans, 
fire  companies  and  cemeteries,  historical,  cultural  and  miscel- 
laneous,- on  the  remainder  the  taxpaying  community. 

There  were  two  negative  votes  and  one  abstention. 
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IN-LIEU-OF  TAX  PAYMENTS 


RECOMMENDATION;  The  siobcommittee  urges  the  Commonwealth  to  complete 

its  inventory  of  state  owned  real  property  and 
proceed  promptly  to  reimburse  municipalities  and 
school  districts  for  services  rendered  to  its 
property.  It  is  also  recommended  that  the  , 
Commonwealth  require  all  local  government  imits  and 
school  districts  to  reimburse  one  another  on  an 
equitable  basis  for  services  rendered  to  those 
properties  for  which  they  do  not  otherwise  receive 
reimbursement . 

RATIONALE ; 

A study  completed  in  1971  by  the  Pennsylvania  Economy  League 
shows  that  23%  of  the  property  in  Pennsylvania  is  tax  exempt.  Of 
this,  57%  is  governmental ly  owned.  In  some  municipalities,  such  as 
Harrisburg,  it  is  the  state  owned  property  which  accounts  for  the 
largest  portion  of  tax  exempt  property.  However,  the  League's  study 
found  the  greatest  percentage  of  exempt  property  is  owned  by  local 
governments.  School  districts  lead  this  category  and  municipalities 
follow  closely. 

Act  117  of  1972  requires  the  Dep>artment  of  Property  and  Supplies 
to  inventory  all  Commonwealth  real  property,  except  highway  rights 
of  way.  It  was  the  lack  of  such  an  inventory  that  hindered  previous 
attempts  to  devise  a formula  for  in-lieu  of  payment  for  services 
rendered  to  state  owned  property  located  within  municipalities.  Upon 
completion  of  the  inventory  reqraired  by  Act  117,  the  subcommittee 
urges  state  payment  of  property  taxes  to  the  local  taxing  jurisdiction. 
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In  the  interim,  payment  for  services  rendered  should  be  offered 
by  the  state.  In  connection  with  this  recommendation  it  is 
noted  that  the  Governor's  Budget  for  the  coming  fiscal  year  contains 
a provision  to  reimburse  the  City  of  Harrisburg  for  fire  protection 
the  city  provides  to  state  owned  property. 

The  subcommittee  believes  the  same  principle  should  apply 
to  municipalities  and  school  districts.  They,  too,  should  reimburse 
the  taxing  jurisdiction  wherein  their  property  is  located  for 
services  provided. 
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PROPERTY  TAX  RELIEF  FOR  THE  ELDERLY  AND  DISABLED 


RECOMMENDATION:  The  siibcommittee  supports  the  principle  of  property 

tax  relief  for  the  elderly  and  disabled  but 
recommends  that  such  relief  should  be  provided 
through  legislation  such  as  Act  3 of  1971,  the 
Senior  Citizen's  Property  Tax  Assistance  Act, 
rather  than  on  a property  tax  exemption  basis. 

RATIONALE : 

The  Senior  Citizen's  Property  Tax  Assistance  Act  applies  to 
homeowners  65  or  older,  widows  50  or  older  who  have  not  remarried, 
and  permanently  disabled  persons,  providing  their  income  from  all 
sources  is  less  than  $7,500.  The  maximum  omoiont  of  assistance  is 
limited  to  $200. 

Current  real  property  assessment  legislation  would  freeze 
assessments  on  property  of  persons  62  years  of  age  and  over  and  on 
property  of  those  persons  who  are  permanently  and  totally  disabled. 
The  subcommittee  recognizes  that  the  property  tax  con  become 
burdensome  for  elderly  and  disabled  persons.  In  many  cases  the 
elderly  and  disabled  live  on  fixed  incomes.  Any  increase  in  taxes 
would  claim  a larger  portion  of  their  income  and  force  a reallocation 
of  the  remainder.  Savings  or  some  other  expenditure  would  have  to 
be  sacrificed.  In  the  extreme,  they  could  be  forced  to  sell  their 
property  and  relocate  in  an  apartment  or  with  friends  or  family. 

The  subcommittee  is  of  the  opinion  that  Act  3 of  1971  offers 
sufficient  protection  to  elderly  and  disabled  persons. 

First,  by  taking  into  consideration  the  incomes  of  the  elderly 
and  disabled.  Act  3 avoids  reimbursing  those  who  could  easily  afford 
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to  pay  their  property  tax  bill.  Many  persons  in  these  categories 
have  sTofficient  income  to  live  comfortably  and  property  taxes, 
consistent  with  increasing  market  values  of  their  property,  would 
impose  no  impossible  burden. 

In  addition,  under  Act  3 no  revenue  losses  are  occasioned  for 
municipalities.  Those  covered  by  the  act  must  still  pay  their 
taxes  to  the  taxing  jurisdiction  and  apply  to  the  state  for  reimburse- 
ment. Freezing  the  assessments  on  property  of  a particular  class 
of  taxpayers  would  impose  the  burden  of  higher  taxes  upon  the  rest 
of  the  taxpaying  community.  The  cities,  to  the  extent  that  they 
have  a larger  proportion  of  elderly  homeowners,  could  suffer  relative 
to  the  "younger"  su±)urbs.  The  subcommittee  is  opposed  to  the  growth 
and  continuation  of  tax  exempt  property. 

Article  VII,  Section  2(b),  (ii)  of  the  1968  Pennsylvania 
Constitution  allows  the  General  Assembly  to  exempt  the  property  of 
aged  and  disabled  persons  from  the  real  property  tax.  However, 
the  section  also  specifies  that  no  such  exemptions  be  granted  unless 
the  General  Assembly  provides  for  the  reimbursement  of  local  taxing 
jurisdictions  for  revenue  losses  occasioned  by  the  exemptions. 
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PREFERENTIAL  ASSESSMENT  OF  FARMLAND 


RECOMMENDATION:  The  subcommittee,  consistent  with  its  position 

on  real  property  tax  exemptions,  opposes  the 
preferential  treatment  of  agricultural  land  for 
assessment  and  tax  purposes. 

RATIONALE : 

The  advocates  of  preferential  assessment  of  the  productive  value 
of  agricultural  land  moke  a strong  case  for  their  position.  They 
say  the  average  farmer  in  Pennsylvania  now  pays  about  one-third  of 
his  net  income  in  real  estate  taxes;  he  is  too  often  taxed  on  the 
basis  of  neighboring  parcels  of  land  which  generate  more  income  from 
such  enterprises  as  shopping  plazas  and  realty  developments;  he  is 
forced  to  pay  for  public  improvements,  such  as  sewers  and  water 
supply,  resulting  from  non-farm  developments;  and  his  disadvantageous 
position  accounts  in  suhstantial  measure  for  the  movement  of  farm 
people  to  urban  centers.  Moreover,  it  is  claimed  that  the  taxation 
of  all  land  at  true  market  value,  whether  or  not  there  are  current 
buyers,  is  unreasonable  and  inequitable. 

The  validity  of  the  position  outlined  is  questioned  by  many 
observers,  particularly  because  authoritative  data  bearing  upon 
the  subject  as  it  relates  to  Pennsylvania  are  xxnavailable . In  the 
absence  of  such  data,  the  siibcommittee  questions  whether  the  fairmer 
is  as  disadvantaged  by  present  assessment  practices  as  claimed, 
whether  preferential  assessment  could  be  effectively  administered, 
particularly  in  the  absence  of  strong  piiblic  land  planning  and  use 
controls  whether  value  in  use  is  a practicable  formula  for  tax 
determination  and  use;  whether  "roll  back"  features  common  to 
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preferential  assessment  con  be  administered  in  such  a manner  as  to 
achieve  their  purposes  without  serious  abuses  whether  the  assess- 
ment process  should  be  used  to  subsidize  a particular  segment  of 
the  economy,  in  this  case  farmers;  and  whether  the  real  property 
tax  base  should  be  eroded  further  by  preferences  and  exemptions 
than  it  already  has  been. 

Because  of  the  questions  mentioned,  and  particularly  because 
of  the  strong  position  it  has  taken  in  regard  to  exemptions,  the 
subcommittee  concluded  that  preferential  assessment  should  not 
be  extended  to  farm  land. 

There  were  three  negative  votes. 

A minority  report  prepared  by  the  Department  of  Agriculture  is 
pending. 
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PROFESSIONALIZATION  OF  ASSESSORS 


RECOMMENDATION:  The  siibcommittee  supports  the  idea  of  profession- 
alization of  assessment  but  without  a specific 
requirement  for  tenure,  since  Act  195  of  1970, 
the  Public  Employe  Relations  Act,  offers  adequate 
opportunity  to  obtain  job  security. 

RATIONALE : 

The  major  proposals  for  assessment  reform  iiniformly  provide 
for  the  elimination  of  elected  assessors,  where  such  now  exist, 
and  for  the  appointment  of  assessors,  and  further  for  state-supervised 
training  of  assessors  and  state  certification.  The  subcommittee 
believes  such  changes  would  be  a strong  thrust  toward  professional- 
ization . 

Fiirther,  retention  of  assessors  in  their  position  should  be 
based  on  meritorious  performance.  The  certification  referred  to 
above  coupled  with  collective  bargaining  under  the  Public  Employe 
Relations  Act,  Act  195  of  1970^  should  result  in  job  security  for 
assessors . 
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CENTRALIZED  REAL  ESTATE  TAX 
COLLECTION 


RECOMMENDATION:  The  subcommittee  recommends  that  billing  and 

collection  for  real  estate  taxes  levied  by  all 
local  taxing  jurisdictions  be  levied  by  and 
vested  in  the  executive  branch  of  the  couiity 
government. 

RATIONALE : 

The  recommendation  was  immediately  and  unanimously  endorsed  by 
the  subcommittee.  Committee  members  believe  that  the  efficiencies 
and  economies  of  the  modern  age  outweigh  values  of  local  autonomy 
and  neighborly  service.  Collection  by  larger  units,  with  computers 
available,  would  cost  less  and  the  work  would  be  done  with  greater 
accuracy.  Many  coionties  could  utilize  existing  electronic  data 
processing  equipment  more  fully,  and  some  counties  are  already 
collecting  county  real  estate  taxes. 

It  may  be  pointed  out  that  tax  collecting  is  an  administrative, 
not  a policy-making  function.  Therefore,  there  is  no  basic  need 
for  tax  collectors  to  be  elected  officials.  They  do  not  set  tax 
rates.  Most  tax  duplicates  are  prepared  at  the  county  level;  work 
of  the  collectors  is  in  receiving  monies  and  turning  them  over  to 
governing  bodies.  If  the  multiplicity  of  municipal  units  in 
Pennsylvania  could  be  reduced,  problems  in  local  finance  would 
also  be  lessened.  Such  measures  as  Act  62,  1972,  providing  for  home 
rule  or  optional  forms  of  government,  and  including  the  county  level, 
will  probably  result  in  strengthening  county  government.  Consolidation 
of  delivery  of  services  is  a goal  of  this  legislation. 
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Property  taxes  are  now  imposed  and  collected  by  over  5,000 
local  government  in  the  Commonwealth,  including  2,575  municipalities. 
According  to  the  report  of  the  Bucks  County  Commissioners'  Tax 
Collection  Analysis  Committee,  issued  in  December,  1972,  Pennsylvania 
is  one  of  only  six  states  that  collect  real  estate  taxes  at  lower 
than  county  level. 

This  report  concludes  that  (1)  major  reform  of  the  current  tax 
collection  system  now  possible  is  in  the  scheme  of  compensation 
for  tax  collectors,  (2)  new  legislation  is  needed,  and  (3)  there 
should  be  a single  real  estate  tax  bill  for  the  County  and  all  its 
m\inicipalities.  The  study  committee  showed  that  costs  in  Bucks 
County  could  be  cut  up  to  60  per  cent,  with  an  annual  saving  of 
nearly  $600,000  if  centralized  tax  collection  were  put  into  effect. 

The  subcommittee  agrees  with  the  Pennsylvania  Economy  League's 
findings  in  its  report  on  Tax  Administration,  nvimber  7 of  its 
series  "A  Study  of  Local  Government  in  Pennsylvania",  issued  in 
March,  1972.  Vesting  the  responsibility  for  the  collection  of  all 
real  estate  taxes  in  the  executive  branch  of  county  government  would 
be  "the  most  effective  and  economical  means  of  collecting  these 
taxes  which  are  levied  in  common  by  all  lanits  of  local  government. 
Implementation  of  this  recommendation  would  take  full  advantage  of  the 
proven  economies  of  size  in  a function  of  this  type  and  would  permit 
effective  use  of  modern  data  processing  and  other  office  equipment." 
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MULTICOUNTY  DIRECTORS  OF  ASSESSMENT 


RECOMMENDATION;  The  siabconunittee  recommends  that  those  counties 

which  desire  to  do  so,  be  specifically  authorized 
to  cooperate  and  jointly  appoint  one  director  of 
assessments  to  serve  their  multicounty  area. 

RATIONALE : 

Major  current  assessment  proposals  are  now  worded  as  follows: 
"In  each  county  there  shall  be  a director  of  assessments  appointed 
by  the  board  of  county  commissioners  or,  in  the  case  of  cities  of  the 
first  class,  by  city  council."  The  subcommiLtee  feels  this  wording 
could  be  misconstrued  to  mean  that  each  county  must  employ  its  own 
director  of  assessments,  a separate  director  for  each  county. 

Smaller,  less  populous  counties  could  benefit  from  reduced 
expenditures  if  they  entered  into  cooperative  agreements  with  other 
coimties.  The  likelihood  of  such  agreements  should  be  enhanced 
by  an  expanded  use  of  electronic  data  processing  equipment. 

While  investment  in  such  equipment  would  not  be  practical  for  the 
more  rural  coxjnties,  its  use  would  not  be  precluded  if  the  assessment 
function  into  a multicounty  district.  One  well  trained  director  of 
assessments  could  oversee  the  system's  performance. 

Even  in  the  absence  of  the  use  of  electronic  date  processing 
eqiiipment,  the  subcommittee  feels  counties  should  be  aware  that  they 
are  not  required  to  add  another  position  to  their  payroll  but  may 
save  money  and  increase  efficiency  by  combining  with  other  counties 
in  employing  a director  of  assessments. 
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PUBLICATION  OF  REAL  PROPERTY  TAX  ROLLS 


RECOMMENDATION:  The  siibcoixuni  utee  recommends  that  the  property 

tax  rolls  of  each  mionicipality  be  routinely 
posted  in  the  municipal  hall  as  well  as  being  avail- 
able at  the  county  level. 

RATIONALE : 

The  siibcommittee  endorses  the  basic  assessment  reform  objectives 
inherent  major  current  assessment  reform  proposals,  and  it  was 
felt  that  maximum  exposure  of  this  effort  would  increase  piiblic 
awareness  of  this  most  fundamental  of  all  government  services. 

Further  such  p\jblication  would  support  the  concept  of  the  public's 
"right- to-know"  and  could  function  as  a self-policing  feature  of 
the  assessment  process. 

Assessment  records,  which  are  public  records,  are  available  for 
piiblic  inspection  at  the  assessment  office  even  now.  However,  many 
citizens  are  timid  or  reluctant  to  examine  them.  In  addition,  travel 
to  the  county  seat  is  frequently  inconvenient.  With  the  updated 
assessment  system,  and  the  utilization  of  computor  techniques, 
extra  print  out  sheets  of  all  assessments,  taxable  and  exempt,  could 
be  easily  and  cheaply  achieved.  Placing  them  in  the  municipal 
buildings  throughout  the  county  would  be  a great  service  to  the 
citizens. 
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IMPLEMENTATION  OF  ASSESSMENT 
STANDARDS  AND  PROCEDURES 

RECOMMENDATION:  The  subcommittee  recommends  that  the  State  agency- 

established  to  administer  assessment  legislation 
be  provided  with  the  powers  and  resources  required 
to  assist  and  ensure  compliance  with  its  plans, 
standards,  and  procedures.  The  siibcommittee  also 
recommend  maximum  use  of  electronic  data  processing. 

RATIONALE : 

The  subcommittee  believes  the  impact  upon  county  governments  of 
the  implementation  current  assessment  reform  legislation  needs 
study.  The  subcommittee  questions  the  resource  capacity  of  county 
government  and  believes  advance  planning  should  be  -undertaken  by 
the  administering  agency  to  determine  what  resources,  both  physical 
and  financial,  are  required  to  enable  county  assessment  systems  to 
conform  to  the  bill's  standard.  The  General  Assembly  should  be 
prepared  to  provide  the  resources  needed  to  comply  with  assessment 
legislation  that  are  beyond  the  counties'  capacity. 

It  is  likely  that  expanded  use  of  electronic  data  processing 
(EDP)  equipment  will  be  forthcoming  as  a spinoff  of  assessment  reform 
legislation.  In  fact,  the  subcommittee  urges  the  administering  agency 
to  encourage  greater  use  of  EDP.  Its  use  can  speed  the  preparation 
and  completion  of  the  assessment  roll,  make  annual  updating  feasible, 
and  allow  property  tax  revenues  to  more  closely  reflect  market 
values.  Computers  can  thus  actually  perform  the  assessment  function 
while  at  present  their  use  is  mainly  for  the  storage  and  manipulation 
of  data.  It  should  be  the  duty  of  the  State  agency  charged  with  the 
administrative  function  to  make  the  various  co-unties  aware  of  the 
benefits  of  EDP. 
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In  conjunction  with  providing  counties  information  on  the 
potential  uses  of  EDP,  the  administering  agency  should  develop  a 
plan  for  a uniform  computerized  assessment  program,  to  be 
implemented  statewide.  This  would  enable  smaller,  less  populous 
counties  to  utilize  the  same  program  and  equipment  in  a joint 
assessment  effort. 

The  subcommittee  recognizes  that  EDP  equipment  can  be  costly 
but  believes  a possibility  exists  to  employ  equipment  that  is  not 
being  fully  utilized.  Such  equipment  may  belong  to  school  districts, 
university  computer  centers,  and  the  like.  The  agency  established  to 
administer  assessment  legislation  should  investigate  the  availability 
of  such  EDP  hardware. 

The  subcommittee  also  believes  the  administering  agency  should 
be  delegated  adequate  powers  to  enable  it  to  supervise  assessments 
and  to  order  corrective  action  should  established  standards  of 
performance  not  be  met,  e.g.,  ensure  that  property  values  are  annually 
updated  to  reflect  fair  market  value. 
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SEPARATION  OF  ASSESSMENT  ADMINISTRATIVE 
AND  APPEALS  FUNCTION  AT  THE  STATE  LEVEL 


RECOMMENDATION:  The  subcommittee  recommends  that  at  the  State 

level  the  assessment  appeals  function  be 
separated  from  the  administrative  function. 

RATIONALE : 

Current  real  property  assessment  legislation  before  the  General 
Assembly  provides  for  the  separation  of  the  appeals  from  administrative 
function  at  the  county  level.  Such  a separation  prevents  an 
aggrieved  taxpayer  from  being  forced  to  apply  for  redress  to  the  some 
board  that  imposed  his  real  property  tax  levy.  The  sxibcommittee 
endorses  this  principle  and  believes  it  merit  application  at  the 
State  level. 

As  the  bills  are  currently  written,  the  same  agency  charged  with 
administration  also  hears  appeals.  The  siibcommittee  believes 
impartially  can  best  be  served  by  a separation  of  these  two  functions. 
It  is  recommended  that  the  State  Tax  Equalization  Board  be  charged 
with  hearing  appeals  and,  that  the  Department  of  Community  Affairs 
be  given  the  administrative  fxmction  including  the  certification  of 
market  values. 

One  of  the  State  Tax  Equalization  Board's  present  duties  is  the 
hearing  of  appeals  from  school  districts  aggrieved  by  the  Board' s 
findings  on  market  values.  The  subcommittee  believes  the  Board 
should  appropriately  retain  this  function  and  also  serve  as  the 
second  level  appeals  agent  for  property  owners.  This  would  allow 
either  aggrieved  party  recourse  to  an  agency  independent  of  the  one 
responsible  for  establishing  their  market  value. 

There  was  one  negative  vote  on  this  recommendation. 

A minority  report  was  prepared  by  Mr.  Henry  Wilcox  and  it  appears 
in  the  appendix. 
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STATE  COSTS  OF  ASSESSMENT  REFORM 


RECOMMENDATION;  The  subcommittee  recognizes  the  need  for  additional 

staff  and  financial  resources  to  perform  the 
appeals  and  administrative  functions  and  recommends 
these  funds  and  staff  be  provided  to  the  agency  in 
charge  of  administration  and  to  the  agency  in 
charge  of  appeals. 

RATIONALE : 

The  Real  Property  Assessment  legislation  before  the  General 
Assembly  delegates  certain  duties  and  responsibilities  to  the 
administering  agency.  As  amended  by  the  sxibcommittee ' s recommendations, 
one  agency  would  carry  out  the  administrative  fxmction  (the  Department 
of  Community  Affairs)  and  the  State  Tax  Equalization  Board  (STEB) 
would  hear  appeals. 

Both  agencies  would  require  additional  financial  and  human 
resources  to  implement  adequately  their  envisaged  responsibilities. 

The  responsibility  for  training  assessors  would  require  additional 
funds  and  staff,  the  computerization  implied  by  the  bill  necessitates 
personnel  familiar  with  electronic  data  processing,  and  the  appeals 
function  will  also  recjuire  new  funding. 

It  will  be  necessary  for  the  administering  agency  and  the 
agency  in  charge  of  appeals  to  develop  a plan  for  the  implementation 
assessment  reform  legislation.  Included  in  this  plan  should  be  an 
estimate  of  financial  and  personnel  requirements  necessary  to  the 
performance  of  their  respective  function. 
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SITE  VALUE  TAXATION 


RECOMMENDATION:  The  subcommittee  has  given  serious  consideration  to 

the  subject  of  site  value  taxation  and  recommends 
that  the  Governor's  Office  cause  a feasibility 
study  to  be  made  of  site  value  taxation. 

RATIONALE : 

Proponents  of  site  value  taxation  claim  it  has  significant 
advantages  over  the  present  real  property  taxation  system.  It  is 
claimed  that  site  value  taxation  will  curb  land  speculation,  halt 
siiburbon  sprawl , improve  equity  of  incidence  of  taxation  and 
promote  urban  growth. 

The  subcommittee  spent  considerable  time  discussing  the  merits 
of  the  site  value  taxation  concept.  As  a group,  the  subcommittee  was 
intrigued  by  the  possible  benefits  of  the  site  value  theory  but 
noted  a lack  of  data  on  the  potential  impact  of  this  tax  system  on 
a state  like  Pennsylvania.  Because  of  this  lack  of  information  the 
subcommittee  was  reluctant  to  openly  endorse  site  value  taxation 
as  on  alternative  to  the  present  system. 

The  subcommittee  does,  however,  believe  site  value  taxation 
is  worthy  of  full  investigation  and  berieves  that  a feasibility  study 
should  be  undertaken  to  determine  the  feasibility  of  its  applica- 
tion in  Pennsylvania. 

There  was  one  negative  vote  and  one  abstention. 
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ALLOCATION  OF  THE  EARNED  INCOME  TAX 


RECOMMENDATION : The  siibconunittee  supports  the  principle  that  there 

should  be  a retention  of  a pre-determined  amount  of 
the  earned  income  portion  of  the  local  income  tax 
levied  by  mxanicipalities  to  the  place  of  employment. 
Credit  should  be  allocated  to  the  taxpayer  on  the 
earned  income  tax  paid  to  the  place  of  employment 
against  a similar  tax  liability  to  the  place  of 
residence.  The  unearned  income  portion  would  be 
collected  exclusively  by  the  place  of  residence. 

RATIONALE : 

Centers  of  employment  are  entitled  to  more  from  their  non-resident 
workers  than  the  perfunctory  $10  occupational  privilege  tax  which  is 
the  maximum  to  be  extracted  from  such  persons  under  present  law. 

The  place  of  employment  provides  such  services  as  fire  and  police 
protection,  streets,  lighting,  and  traffic  control  to  non-resident 
workers.  The  subcommittee  believes  those  persons  who  avail  themselves 
of  these  services  should  meet  a fair  portion  of  their  cost. 

It  is  not  intended,  however,  that  the  some  sxibject  be  double 
taxed.  For  this  reason  the  subcommittee  believes  credit  should  be 
given  to  the  taxpayer  for  the  portion  of  the  earned  income  tax  paid 
to  the  place  of  employment  against  a similar  liability  to  his  place 
of  residence. 

The  additional  revenue  from  the  expanded  tax  base  (it  is 
recommended  that  unearned  income  be  incorporated  in  the  tax  base) 
should  accrue  to  the  place  of  residence.  This  revenue  could  be  used 
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to  offset  losses  from  other  Act  511  taxes  the  subcommittee  has 
recommended  be  abolished. 

There  were  three  negative  votes  on  this  recommendation. 

Mr.  Keith  Frederick  prepared  a minority  report  on  this  recommendation 
and  it  appears  in  the  appendix. 
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SEPARATE  TAX  RATES  FOR 
MUNICIPALITIES  AND  SCHOOL  DISTRICTS 


RECOMMENDATION:  Should  the  subcommittee's  recommendation  with 

respect  to  full  State  funding  of  education 
not  be  acted  upon  it  is  assvimed  school  districts 
will  continue  to  levy  taxes  on  personal  incomes. 

In  this  case,  it  is  recommended  that  separate 
local  income  tax  rate  limits  be  established  for 
municipalities  and  school  districts  and  that 
school  districts  be  allowed  to  levy  an  income 
tax  only  on  residents  within  the  districts. 

RATIONALE : 

The  yields  of  the  one  percent  earned  income  tax  are  seriously 
diluted  due  to  the  present  statutory  requirement  that  municipalities 
and  school  districts  must  share  the  one  percent  tax  rate  limit  if 
levied  by  coterminous  jurisdictions. 

Resultant  from  this  situation  is  a search  for  other  revenue 
sources.  The  real  estate  tax  is  on  obvious  and  attrative  substitute, 
judging  from  its  steady  increase  over  the  past  several  decades.  The 
subcommittee  believes  the  pressures  which  encourage  expansion  of 
the  real  property  tax  should  be  reduced.  Separate  local  income  tax 
limits  may,  in  part,  contribute  to  lessening  the  reliance  on  the 
real  property  tax. 

Furthermore,  the  present  requirement  of  sharing  the  one  percent 

tax  has  led  many  taxing  jurisdictions  to  levy  the  local  income  tax, 

when  in  fact,  it  was  not  needed  as  a revenue  source.  The  proliferation 

of  this  tax  is  due,  in  large  part,  to  the  lack  of  political  liability 

in  levying  the  tax.  With  separate  rate  limits,  each  taxing  body 

should  be  more  likely  to  fix  tax  rates  determined  only  by  need. 
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The  subconunittee  does  not  favor  any  change  in  the  current 
limitation  on  school  districts  which  restricts  their  personal  income 
tax  base  to  residents  only.  While  it  can  be  argued  that  nonresident 
workers  should  support  those  municipal  services  from  which  they 
benefit,  such  as  fire  and  police  protection  , it  cannot  be  so  argued 
for  education.  Their  employment  within  the  district  does  not 
occasion  any  additional  expenditures  for  education. 
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ELIMINATION  OF  OCCUPATIONAL  PRIVILEGE  TAX 


RECOMMENDATION:  The  subcommittee  supports  the  principle  of  eliminating 

the  occupational  privilege  tax. 

RATIONALE : 

The  siibcommittee  feels  the  occupational  privilege  tax  is  a 
regressive  tax  and,  in  the  interest  of  equity,  should  be  eliminated. 
Cities  using  the  tax  obtain  from  five  to  15  per  cent  of  total  taxes 
from  its  returns.  Most  commonly,  the  tax  yields  the  equivalent  of 
one  to  two  mills  of  market  value. 

The  occupational  privilege  tax,  however,  would  not  be  needed 
if  the  place  of  employment  were  to  receive  a predetermined  amount  of 
the  earned  income  portion  of  the  local  income  tax  (a  previous 
recommendation).  There  would  be  no  revenue  loss  since  the  revenue 
received  from  the  earned  income  tax  would  more  than  offset  the 
current  returns  from  the  occupational  privilege  tax. 
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ELIMINATION  OF  PER  CAPITA  TAXES 


RECOMMENDATION:  The  subcommittee  supports  the  principle  that  all 

per  capita  taxes  be  eliminated. 

RATIONALE : 

Of  the  variety  of  non-real  estate  taxes  imposed,  the  per  capita 
tax  is  the  most  widely  used.  In  part  this  results  from  the  authority 
to  levy  a per  capita  tax  which  is  granted  by  Act  511  and  by  county, 
third  class  city,  and  school  codes.  This  multiplicity  of  taxing 
authority  gives  the  per  capita  tax  a distinction  of  being  a true 
"nuisance  tax".  It  is  possible  or  a taxpayer  residing  in  a third 
class  city  to  be  liable  for  five  separate  per  capita  levies. 

On  the  average,  the  yield  from  the  per  capita  tax  is  from  5 to 
15  per  cent  of  total  taxes  in  municipalities.  In  school  districts 
it  averages  from  2 to  5 percent  of  total  revenues.  It  is  relatively 
important,  however,  in  a few  boroughs  and  townships  where  the 
yield  ranges  as  high  as  60  percent  and  75  percent,  respectively,  of 
total  taxes. 

In  spite  of  the  above  extremes,  if  the  local  income  tax  base  is 
expanded  to  coincide  with  the  state's  tax  base  and  the  State  assumes 
100  percent  of  the  cost  of  education,  there  would  be  no  reason  to 
continue  the  myriad  of  per  capita  taxes  presently  imposed. 
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ELIMINATION  OF  OCCUPATION  TAXES 


RECOMMENDATION:  The  subcommittee  supports  the  principle  of 

eliminating  all  occupation  taxes. 

RATIONALE : 

The  occupation  tax  is  levied  most  commonly  at  a millage  rate 
applied  to  an  assessed  value  placed  on  the  occupations  of  persons, 
including  housewives.  There  is  a range  in  the  occupation  assessments 
which  is  intended  to  reflect  the  differential  in  earning  power  among 
different  types  of  occupations.  The  valuations,  however,  bear  no 
relationship  to  the  potential  earning  power  of  individuals  in  these 
occupations.  In  some  counties  there  is  a flat  rate  assessment.  The 
tax,  therefore,  tends  to  be  regressive. 

While  the  tax  is  rather  widely  used  (45  per  cent  of  the  State's 
boroughs  and  32  per  cent  of  the  counties  employe  it),  the  aggregate 
revenue  of  each  class  equalled  one  per  cent  or  less  of  total  taxes 
although  in  certain  municipalities  it  has  reached  exorbinate  levels. 

If  the  local  income  tax  base  is  expanded  as  recommended,  adequate 
revenues  should  be  generated  to  replace  those  lost  from  the  elimination 
of  the  occupation  tax. 
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INTANGIBLE  PERSONAL  PROPERTY  TAX 


RECOMMENDATION:  It  is  recommended  that  the  4 mill  covin ty  intangible 

personal  property  tax  be  abolished. 

RATIONALE : 

Tne  siiocommittee  believes  tnat  this  tax  is  vindesirable  for 
several  reasons.  Its  administration  requires  the  maintenance  of  a 
separate  valuation  and  collection  system  apart  from  the  real  property 
and  wage  tax  collection  systems.  This  tends  in  many  jurisdictions 
to  be  inefficient  considering  the  proportionate  yield  of  the  levy. 

In  many  instances,  it  is  not  a certain  levy  and  it  does  not 
bear  eqvially  for  there  is  much  evidence  to  support  the  belief  that  the 
tax  is  successfully  ignored  or  evaded  by  many  potential  taxpayers, 
perhaps  even  to  the  extent  that  more  evade  than  pay.  It  thus  becomes 
essentially  a "tax  on  integrity";  a condition  eminently  unfair  to 
the  conscientious  rate-payer.  Two  years  ago  the  State  of  Florida,  coming 
to  these  some  conclusions,  abolished  on  ideiatrical  levy  from  their 
statutes . 

It  was  also  the  subcommittee's  feeling  that  inclusion  of  unearned 
income  into  the  income  tax  structure  would  provide  an  alternative 
revenue  source  in  a much  more  efficient  and  equitable  manner. 
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ALLOCATION  OF  LOCAL  REALTY  TRANSFER  TAX  TO  COUNTIES 


RECOMMENDATION:  The  subcommittee  supports  the  principle  of 

transferring  the  one  percent  local  realty  transfer 
tax  to  the  exclusive  use  of  coxonties. 

RATIONALE : 

Several  of  the  counties  would  be  losing  a significant  source  of 
revenue  if  the  earlier  recommendation  of  eliminating  the  personal 
property  tax  were  to  be  adopted. 

Hence,  to  compensate  for  this  loss,  as  well  as  recognizing  the 
counties'  lack  of  authority  to  utilize  the  local  income  taxes,  it 
was  felt  the  realty  transfer  tax  would  be  a logical  replacement. 

Since  the  realty  transfer  tax  is  presently  collected  by  the 
county  recorder  of  deeds  for  the  mxonicipalities  and  school  districts 
leving  the  tax,  its  collection  is  already  established  at  a very  low 
cost. 

Again,  the  slack  caused  municipalities  by  this  transfer  would 
be  recoverable  from  the  expanded  local  income  tax. 
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MUNICIPAL  MOTOR  VEHICLE  TAX 


RECOMMENDATION:  The  siibconmiittee  recommends  that  cities,  boroughs 

and  townships  be  permitted  to  tax  motor  vehicles 
registered  within  their  boundaries.  Such  tax  to 
apply  to  all  licensed  motor  vehicles,  and  at  a 
flat  rate  to  be  established  from  time-to-time  as 
determined  by  the  mionicipal  governing  body.  The 
collection  of  the  tax  is  to  be  made  by  the  State 
along  with  the  license  fee. 

RATIONALE : 

It  has  been  remarked,  that;  "Two  of  the  continuing  frustrations 
of  life  in  this  century  are  the  tyranny  of  the  automobile  and  the 
failure  of  anyone  to  do,  or  even  say,  anything  about  it".  The 
truth  of  this  is  no  more  painfully  evident  then  in  our  traffic 
choked  urban  centers.  Motor  vehicles  congest  the  roadways,  pollute 
the  air,  and  rapidly  realign  land  value  patterns,  contributing 
generally  thereby  to  the  epidemic  "death  of  the  downtown".  To  the 
already  financially  beleaguered  cities  goes  the  ever  escalating 
task  of  dealing  with  increasing  swarms  of  vehicles.  The  principal 
portions  of  their  piiblic  safety  and  public  works  budgets  are 
consiimed  by  the  presence,  movement  and  parking  of  these  vehicles  on 
roadways  ever  in  need  of  widening,  repair,  cleaning  and  clear- 
ing of  not  only  snow  but  abandoned  motor  vehicles  themselves; 
and  in  ever  increasing  niombers. 

In  1970,  according  to  Pennsylvania  Department  of  Transportation 
figures,  daily  vehicle  miles  in  the  state  approximated  155,279,000. 
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Of  thus,  55,694,000  daily  vehicle  miles,  some  35.8  per  cent  of  the 
total  were  concentrated  in  the  13  principal  urban  areas  of  the 
Commonwealth.  In  the  decade  1960-70,  registered  motor  vehicle  inventory 
in  the  Commonwealth  increased  an  astounding  46  per  cent. 


PASSENGER 

COMMERCIAL 

MOTORCYCLE 

TOTAL 

1970: 

5,114,100 

1,461,627 

116,641 

6,692,368 

1960: 

3,954,911 

597,837 

30,404 

4,583,152 

GAIN: 

1,159,189+29.3% 

863,790+144% 

86,237+28.3% 

2,109,216+46% 

By 

contrast , the  some 

period  saw  the 

states  population 

increase 

only  some  4.2  per  cent,  from  11,319,366  to  11,  793,909,  gain  of 
474,543.  Or  put  another  way:  for  every  added  person  our  traffic 
density  was  increased  by  additional  4.4  motor  vehicles. 

A mxmicipal  tax  on  motor  vehicles  would  constitute  a levy  embodying 
a high  degree  of  eq\aity.  It  would  provide  f\ands  directly  related  to 
the  services  provided,  and  required  by  the  taxed  object.  It  would 
be  certain--it  would  bear  equally--and  it  would  be  easily  and  cheaply 
collected  with  virtually  no  evasion,  or  low  collection  factor  (Tjnlike 
many  municipal  nuisance  taxes  now  levied,  such  as  per  capita  and 
occupational  privilege  taxes).  Among  possible  beneficial  side  effects, 
such  as  tax  might  improve  public  safety  by  causing  the  earlier  retire- 
ment of  new  derelict  vehicles;  and  to  some  degree,  it  could  not  but 
help  to  5.’:.prove  utilization  of  mass  transit  systems. 

Ther;  we  * two  negative  votes  on  this  recommendation. 
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USE  OF  FEDERAL  GENERAL  REVENUE  SHARING  FUNDS 


RECOMMENDATION:  That  Federal  General  Revenue  sharing  funds  be  used 

as  a funding  source  to  meet  local  needs  according 
to  the  following  priorities; 

(a)  to  offset  local  government  revenue  losses 
which  may  result  from  the  recommendations 

of  this  subcommittee  pertaining  to  income 

and  non-real  estate  taxes. 

(b)  to  reimburse  local  taxing  authorities  for 
revenue  losses  occasioned  by  real  estate 

tax  exempt  properties. 

(c)  to  implement  references  in  the  local 
government  article.  Section  8 of  Article  IX, 

of  the  Constitution  to  boundary  commissions 

and  area  government. 

RATIONALE : 

The  siibcommittee  did  not  attempt  to  determine  the  effect  on  State- 
local  revenue  positions  should  one  or  several  of  its  recommendations 
be  adopted.  Since,  however,  the  sixbcommittee ' s conclusions 
represent  a shifting  of  the  incidence  of  taxes  and  not  an  increase  in 
State-local  expenditures,  the  subcommittee  believes  that  its 
recommendations  do  not  call,  overall,  for  an  increase  in  the  tax 
burden.  Indeed,  should  the  administrative  reforms  suggested  by  tlie 
committee,  e.g.,  covinty  collection  of  real  estate  taxes,  be  adopted, 
a net  decrease  in  the  costs  of  State-local  government  might  well 
result. 
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Nonetheless,  the  committee  is  mindful  that  its  conclusions 
could  cause  certain  local  taxing  authorities  to  staffer  lowered 
tax  revenues.  For  example,  allocating  a certain  portion  of  the 
earned  income  tax  to  the  place  of  residence  could  cause  Philadelphia 
to  lose  a substantial  portion  of  tax  dollars. 

The  siibcoramittee  also  has  referred  to  the  serious  local  government 
fiscal  deficiencies  that  result  from  the  proliferation  of  local 
government  units. 

Incentives  for  reorganization  and  realignment  of  municipal 
functional  performance  probably  are  required  to  achieve  effective 
local  government  management  and  delivery  of  services. 

For  these  reasons,  the  subcommittee  recognizes  that  on  additional 
source  of  revenues  could  be  required  if  its  recommendations  were  fully 
met.  General  Revenue  sharing  of  Federal  fiJinds  with  the  State  and 
local  ijnits  of  government  provides  a source  for  this  purpose. 
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LOCAL  GOVERNMENT  REORGANIZATION 
AND  FUNCTIONAL  STUDY 


RECOMMENDATION:  The  subcommittee  recommends  that  an  independent 

bipartisan  commission  be  created  in  Pennsylvania 
by  the  Governor  and  the  General  Assembly  to  study, 
establish,  and  define  minimum  standards  for 
municipalities  in  terms  of  urban,  s^Iburban  and 
rural , taking  into  consideration  present  and 
potential  population,  land  area,  topography, 
financial  resources,  and  municipal  services  such 
as  police,  fire,  water,  sewerage,  etc.  This 
commission  for  the  reorganization  of  municipalities 
in  Pennsylvania  should  prepare  and  submit  a report 
of  its  findings  to  the  Governor  and  the  General 
Assembly  within  a specified  period  of  time. 

RATIONALE ; 

It  has  become  apparent  to  the  Local  Tax  Subcommittee  that  the 
financial  and  tax  problems  of  local  government  units  stem  in  no 
small  measure  from  the  multiplicity  of  municipalities,  the  frequent 
overlap  of  jurisdictional  services,  the  loss  of  efficiency  through 
failure  to  consolidate  delivery  of  services,  and  in  general  the 
perpetuation  of  inefficiencies  through  parochial  attitudes  and 
benign  neglect.  Article  IX  of  the  1968  Pennsylvania  constitution 
provides  for  modernized  local  government  forms  that  may  be  adopted 
by  municipalities.  It  is  hoped  that  communities  will  take  advantage 
of  these  provisions.  However,  the  committee  believes  the  initiative 
for  local  government  reform  lies  with  the  State. 
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APPENDIX 


GRADUATED  INCOME  TAX 


The  proposed  expansion  of  the  income  tax  to  include  iinearned 
income  is  meritorius,  however,  the  recommended  shift  from  a flat 
to  a graduated  income  tax  is  not  endorsed  by  the  writer  for  the 
following  reasons: 

1.  The  growing  awareness  of  collection  efficiencies  through 
utilization  of  EDP  techniques,  standardization  of  inter- 
governmental transfer  procedures  such  as  "piggy-back" 
collections  etc. , strongly  suggests  that  graduated  income 
taxes,  at  whatever  level  of  government,  would  inevitably 
follow  the  federal  system  in  all  particulars  except  the 
rates.  This  I deem  undesirable  and  fundamentally 
inequitable . 

2.  Despite  the  well  meaning  intentions  of  idealists,  the  federal 
gradxiated  income  tax  falls  far  short  of  eliminating 
"regressivity"  by  collections  scaled  in  accordance  with 
"ability-to-pay".  The  very  complexity  of  the  Internal  Revenue 
Act  bears  mute  testimony  to  special  interest  influence 

which  has  virtually  destroyed  all  but  the  facade  of  originally 
desirable  social  and  economic  goals.  The  multitude  of 
special  rules,  exceptions,  exemptions,  categories  and 
classes  of  revenues  and  taxpayers  as  defined  by  the  federal 
system  offer  an  infinite  range  of  opportunities,  for  large 
wealth  in  particular,  to  escape  on  significantly  dimish 
income  tax  payments.  Unfortunately  these  sophisticated  tax 
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avoidance  techniques  dimish  in  nximber  and  impact  as  one 
goes  down  the  personal  economic  ladder:  thus  the  poor 
and  near  poor  have  virtually  none  of  the  options  that 
are  available  to  the  rich,  who  for  the  most  part  perpet- 
uate the  charade  of  "soak  the  rich"  implicit  in  the  present 
gradviated  income  tax. 

3.  Adoption  of  a state  graduated  income  tax  geared  to  the  present 
federal  system  would  only  extend  these  inequities  and 
injustices.  It  is  argued  that  the  flat  rate  income  tax 
is  especially  regressive  to  the  low  income  segment  of  the 
population.  This  being  the  case  I believe  it  far  better 
to  correct  the  injustice  by  exempting  the  first  "x"  dollars 
of  a taxpayers  income  and  apply  a higher  flat  rate  to  all 
income  in  excess  of  "x".  Structured  on  these  lines  we  would 
ameleorate  the  burden  on  the  poor;  we  would  have  on  equitable, 
progressive  tax  which  would  be  in  proportion  to  income,  and 
we  would  avoid  the  xanjust  extension  of  the  currently  scandalous 
federal  graduated  tax  system.  Of  additional  importance  is 
is  that  such  a system  does  not  appear  to  require  the  delay  of 
a constitutional  revision. 
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THE  ADMINISTRATION  OF  ASSESSMENT,  INCLUDING  CERTIFICATION 
OF  MARKET  VALUES  BY  THE  DEPARTMENT  OF  COMMUNITY  AFFAIRS 


I am  opposed  to  any  existing  Department  of  the  Commonwealth 
being  the  agency  in  charge  of  all  assessment.  No  Department  is 
knowledgeable  enough  in  all  situations  to  make  decisions  assess- 
ing all  types  of  property  - rural  and  urban,  industrial  and 
domestic,  etc.  Only  a separate  board  with  fully  trained  personnel 
isolated  from  political  pressure  could  give  a professional  non- 
discriminatory  and  equitable  performance.  Certainly,  I am  opposed 
to  the  Department  of  Community  Affairs,  knowing  their  present  position 
favoring  true  market  value  assessment  of  agricultural  land,  admin- 
istering farm  land  assessment. 

Prepared  by  Mr.  Henry  Wilcox. 
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ALLOCATION  OF  THE  EARNED  INCOME  TAX 


Allocation  of  a portion  of  the  earned  income  tax  to  "Place  of 
Employment"  may  have  some  merit  in  the  case  of  a few  of  our  large 
cities  which  serve  as  the  major  employment,  cultural  and  commimity 
center  for  a larger  populated  area.  Obviously,  the  central  city  would 
incur  certain  costs  as  a result  of  this.  Even  here,  though,  the 
central  city  does  realize  revenue  in  the  form  of  real  estate  taxes 
from  these  business  establishments  and  hence,  some  of  the  costs  are 
recouped. 

However,  my  principal  objection  to  this  recommendation  is  that 
there  are  many  cases  in  Pennsylvania  where  a small  community  has  a 
very  large  industrial  or  business  establishment  located  in  its 
boundary.  Not  only  do  these  mionicipalities  provide  few  services  for 
commuters,  but  these  municipalities  already  receive  a disproportion- 
ately large  real  estate  tax  revenue  from  that  establishment.  Hence, 
to  in  turn  collect  an  earned  income  tax  from  all  non-residents 
working  there  could  enable  the  small  municipality  to  virtually 
eliminate  all  taxes  upon  their  own  residents. 

Other  problems  that  I see  with  this  recommendation  related  to 
the  many  confusing  administrative  problems  that  result  from  this 
type  of  tax  as  well  as  continuing  the  undesirable  tactics  that  have 
historically  been  used  by  municipalities  to  attract  industries  to 
their  community.  Even  the  argument  in  favor  of  this  tax  for  large 
cities  is  somewhat  weakened  since  the  City  of  Pittsburgh  very  recently 
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dropped  the  earned  income  tax  on  its  residents  and  has  asked  the 
suburban  communities  to  in  turn,  not  collect  the  earned  income  tax 
from  their  residents  who  work  in  the  city.  In  s\im,  I don't  believe 
this  recommendation  will  achieve  what  it  attempts  to  do. 

Dissent  by  Keith  E.  Frederick. 
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